ration a~ure dilla lor the JI3SIth ..... yars ... s av;>llable !rom tile Ind_ Slate Depanmom 01 EOOcation. ThiS ~ Will investigate hori~ontal equr/y, wtuch is defined n equal ueatment 01 '-"1U11Is ' AoooroingIy, (to> JKP:;~ .... 181 ttlal aluMa r il y n A , H irth , is an Ass i stant PrOle nor , Educational Administration , Pu rdue Uni ver$lty. dents who are alike !-hould receive eq",,1 &hares. Berne 300 $liet'" a_~ thai Iquily is as,""" by measunng the dispersion, or ~Iity. in the diSlritlUlioo 01 Ob!1CI$; no ,*spersion indical ... per/eel equJly.' ThOl"<:tto". it is me purpose oIlhos paper 10 mea ... ", horizontal toQuJly lor currem expeooi1ures,' all e~' and insI~ .. peOOrtures'-lOr Ihr"" academic years (1969-90, 1990-91, aoo 1991-92) to de\errTIO'>e tlta extent of equity and e.<amlne treoos. For thIS purpose, a varie1)l 01 horizontal '-"1uily measuru Ir, employed In the analysis: Ihe rang<!, reSI<icled ""\III, fedllral rMge raM.
Mcloone index, and Gini cootficien1. In ltddiilOr1, oomparat~ dala tram a previous fiscal equity aludy' al""'" oomparison 01 holizoma l equ ity maasuru lor current expend itu res with 1972-73 and 1 ~ss-e6, Formula Funding In Ind ian a: An HI. torle. 1 Pell !><,et ive loo lana's school fin arooo lormula is tategOfizoo as a fou,," dilt""' t)'pe tor~, oot MS a nu rrit>er 01 tategOfK;a1 PfOll,ams that are OOfI-lormula baS&O a,-,o lor whk;h scl>ool rorporalk..,s must apply or quaIIy 10 receive, Uk, many 6tat ... the primary source 01 local revenue 10 h.o1d educatiorl in Ind",,,,, is property \aX. 0Ih8f local r"""nlli is derived Irom auto ex,,, ... and tinancial insfitutions taxes. Conseqllinlly, p<aperty wealth and tax rales del8fmine the ability 01 eaCh IChooI corporation 10 II.nd . . . . . 00.
Dunng the early 1970's many states ao:kIressed propony tax revoIlS by onstrtubng refOrms Similar 10 PmposiIKln 13 in Callforn.a. A ma,.,r chlnge in locst financing 01 education OCC\Ifroo in 1973 ""'eo the Indiana te;islature undenook pr0p-erty tax refonn . Indiana;oined me ran~s 01 the reformers and /roze p<ope<1y tax levies (for tile general ftmdl at 1973 rales.
When ll1 i$ = urred the stale, rath &< lhan loca l $d100f oorpofali Ol" assumed Ihe major ,Ol e in lundi ng educal"",, Accord ing 10 Wood, et Ihe coos.,quences oj p' e"io u! l&g isia1<v e form ula revisio ns, lhe tollow .... queSli ons are ad(lres.&ed in tlli s resea rcn'
• What have boon the con5(l(llJer.::es of pr&\oio-us form ula revis io ns Ii.e" ta r!)Gl eq u61izatiC)r'l factor and mrnimum gua,antee) on hco'iZ(N'1!a 1 equity.
• What has boon the ior>g ·I""" &If&C! O! th e property lax lr eeze on tota l ~urr , nl expend ituru? Has e qu ll~ imprOVEiod or wors&n8'd?
The next sec1ion anemplS 10 answe, IheSe quesliO)lls. Table I .
The 1972-73 afldl965-«i data Ife based 00 a Pfellious stUdy and all ow 9 l ong_le . m compa ri so n 0 1 varlalrons m current upend lt u.u ." T he rang e has in creased almost 137% om 1972-73 and ,nee l heon has remained fairty _ta· ~"', although hi gh at over 53.400. •
&. restricted range dat8 · · for total current -_. a range 01 over S 1.800 and a restricted r&nQOt 01 """'" S 1.000 ., e.;pen<ilures ondocal .. considerable variahon in e,pendilure$ 1", Instl\lClion across sdlooI disllicl$.
Federal Range RaIle
The federal ranlil' ralio Os a mote aewrale range StallSI", II>Bn the range alld rOlSlricted range since ~ is inseoa.il"'e 10 equal propol"liorllli c:to.lges ",.., as e resuII is "" irI/Iation prooI measla'e. In $IITClIe !erms lIIe te<IeraI "''9' raUo deWIops a laclOr whoch e.>:p<e$SH In a SlandllRI wlq lIIe diflerence be_ ttie va'<>e al \11, 9'5'" P'3f"" nli\e 10 lho value at \I1e 5ItI pereonl ile reSlricl<>d range dal a·· l or tOlal current The f<>deral range ratios tor current e xpendltur.,. all . ' p<;rlldllules . ,-'ted rr1he P""* oIihe ta'lI9I GQlrallza'ron \acIo,.rnI m .... mum guarantee. AnhOl9' thaso lom1uIa .SVISiOnS have ..""..
wh at Imp,oved Iha $llualloo. Ihe levet of equ lly p"senl in 1 ~n-73 (50%1 toeSllQt boon realize.J si\ce, An "we;li gatlOn ot 100 lederal range ralk> l or all e xpendl. t~"S trom S<::hod ye~r s 'I"Il1I1i n9 1989-!992 shows a ,sOOc· lion rr!he ratk> (sa. Table 4 and F9U,a 4). I-Iow~. one must keeop in mind that thIS panicular expenditu.e figu.e inclutles 18c1li~es acqulS~lonlo;apital oullay and debt service . Many
IIiCIIOOI coqrorationl (ricIr and poor) a" , .....:lertaking burldi"9 projects....n.ct> may . xplain II1e ,edOOOll'l in U ... ratio , TM adei· lion oI l hese C3tagorie& te nds to diseQ ualize Ih~ " xp<;rnd ilure picl u'a in te-rms 01 whal ls Sj)eIlt on ,'ude nt$, Trre le<leral 'ange ,abo to< inst ructlon.1 upo-nditu ' " was hlghesl .n 1989-90 when it was oyer 57 % (see Table   4 and Frg!re 4). The ratio dropped 10 51 % in 1990-9t . but Ilh9n .068 893"' to almost 53% in 1991-92. The questIOn .-.at ITUst be aal<tKl is whethe. "'efe should be ove, a 50% dmeren~ In expend itures lor iistruction between the $100ent8 al l he 95!h per· centi e and 5th P<iICentile ii the disrf lbul ion 0/ P<if p~1 OI:ljecIS. r,lcL_ lndn Trre Mcloone Inde' is another &l8IISbo;al measu'emenl lIIat is Inllalion prooI. The Md..cone ind&. """"s between zero and one and it. the only horizonlill equrty measure thaI gels large< as equi ly increase5: hence , a val"" 01 one is parleet eQUi ly, The ...,.poe, 01 100 Mcloono noox .. to measure Ih e oeg.ree 01 equa~1y only I", """"",alions below the so.h per. Frgo.e 51 is the hogt>eS1 01 a' the cate-golies 0/ e"P"'dr1U ....
• """"ned. However. thIt io>dex has l>een on a _ <led .... sn:;e the 1989-00 schoOl yeN. """""'" a standard has 1lQ\ ~ WI va lws rr the.9 range howeve r are more Ihan a::«>ptab" .
The -.3846
•• •• . ~"~I AI!hough the Mc Loo ne in dex for the e,penct;t ures examined apI>"ar to be high , va lues for most school linance data sets is in the .7 to .95 range ." Co nsequently, the indexe s foorld in th is study are within tho fX)fmol range,
Gini Coefficient
The Gin i coeffici ent is used to assess per pup il obie<ot inequality. Berne and Stiefel define the Gini coefficie nt as showing how far the distributoo of per_pupil objoct is from pr0-vidi ng each I>"rcentage of po..piI (e .g., 5 percent of pupils) with an eq ual pefcentage of object (e.g., 5 perc~nt of obi ects) ; based on the lorenz curve" The smaler th e Gini coolficient the more equal the distributoo or th e object . Valu es for th e gini coonicient range from 0 to 1, with 0 indicating pe rlect equity. The values 01 the Gini coe1ficient ar"ld graph ic representatioo 01 the resu lts fo r current expenditures, alf ex pendi tu res, and ilst rl.'Ctooal e'perld itures are found in Figure 6 arld Table 6 .
Again fot current expenditure$ th e data from the Wood , at. at" resea rch are in clude d for comparison" The lowest ,aliJe (greatest equity) (see Table 6 A staooatd has flOt bIle n set fu r the Gin; coelficient , but a ,alue beklw 1 is desirable. " The values foond in this resea rch then ind"ate that the Gini coefficient is in a desi rabte range .
However, Odden ar>d Picus ca utioo agn inst ma~i ng equity 000 -clusioos based on the Gini coefficient. They state. "even in a system with what most woo.Ad ca l large differences in expenditures Ot re,e nues per pupil, the Gini coeffic ient could be ,1 or close to zero. A valu e cklse to ,~ro suggests equality, but the system may. in schoo l finance terms, be qu ite uneq ual" '" Wood, et. al. (1990) ,.- The refore. the unu sua lly small Gini coetficients found in th is resea rch are flOt r>OOessa rily in ir>dicatioo that the system of financing schools in Indiana is eq uitable AnaIY$i$ and Di scu ss ion It is evide nt that in ge neral. eXI>"nditures f()f school districts below the median have impro,ed since 1986 as reflected by a s~ght improverrrent in the Mc Loone index, but the <iegree of impf()veme nt is not e,tra()fd in ary. Second, the long term effoct of fhe property tax freeze (1972-73) on total current ox penditures has not improved horizontal equity, but instead the equ ity measurements ret lected by the ra ng e, restricted range , ladera l range ratio, and gini coefficie nt were more equitable in 1972-73, So, the answer to the question or whether equity has improved or worse ned is that it has w()fser.ed for tho cate~ry of current eXl>"nd itu res since 1973. In genera l te rms, when comparing horizootal eq Uity measures for all three cat9g0ri~s ~xplored for the school yea rs 1989-90. 199(Hll. and 199 1-92, th ere was some fluctuation in eq<J ity both ways. but not enough to say th at eq Uity sign ificantly im proved or worse ned, The ob,io us ques tion 10 as k is, "why has equ ity not irrcro,ed?' It there had beoo significant irrprO\lement in equity 0\1", the last se,etal years, the coahtioo of small school districts wootd not have filed a lawsu it against the state assertin~ the current system or flJ:1ding education unC(>I1smut>:;.r.al. The state legislature has re;ised th e finance form uta several times to Sl4l' po...ctly make ;t mo re equ ital>le . A tarqet equalization factor ar>d a minimum guarantee were added to the formu la in 198-6. but the leg isiature somewhat deleated their purpose when a grar>d· lather ciause was added to the bill. To ilustrate. the gramlfather clause guaranteed that tlO district would roceive less revenue than tt had the previous year. SO hig her spend ing districts we re al>le to spend even tlX>I"e doIiars per pupi ~ th eir property tax rate increased eve n sli£tltly . This guarantoo atlows the r" h to get r"her and the poor to remain poc<.
propeny tax assessments are anoth er controversial ;ssue in tndiana, Property assessme nts and assessment practices vary wi~ely across th e state resulting in pmpe rty tax being an unfaif and inequ itable source of reven ue for schoo ls. Diffetential assessme nt j>l"actices make it difficutt to COf1lJare tax effort amoog school districts, which is a primary element in the new f or mula, In response to th rs prob lem the legi statur e comm issioned a study 01 assessment practices, inclu ding a co mparison of current assessed va lues w ith ma rket-based assessme nts. It is likety that any fund ing formu la based 00 co mpa rati.e ta. efforts wil l req ui re changes in assessment practioos"
Taking the above mentioned factors into COIlside ration we might ask, "Can equity be real ized in Ind iana?" The answer is maybe, bUI only if steps are take n to re fo rm p roperty ta. assessment practices a nd tax rates are actua ll y equal ized across lhe state. Also. irrpletllefltatio n of a combinatioo fouooalion and gua ra ntood tax base finar-.;e form ula woold definitely i"l"""e equily; oowe.e' , the guaranteed tax base must be sel al a high enough " wet to pro.ide assistar-.;e to prope ny poo r diSlr",t •. As is lhe case in many other states, revenue to fund ed ucatio n a nd fina nce reform is a majo, stumbling bloc k i n Ihdia na . The politica l .-coMmy is such t hai raisin g sales 0 '
income taxes is not an acceptable option. The cdy tax increase COIlSidered duri ng the last legislatr.e sessioo was increasing the cigarette tax. but since Indiana has tooacco fa rms in the southern pM of th e state ahd competes ",ith Ke ntUCky for business, the tax increase was nixed. As a reault. the percentage ir-.;reas.e in schoo funding that was proposed was substantially redoced Instead of a tax increase, lhe state fe9islature is counti ng 00 an i~o.ed .-conomy to generate more money for the upcoming b ien ni um {f994-1996). Howe.er, in order to successful ly acN eve the intMded ta, equity, significa ntly more state rnor; es are needed th an are currently ava i able Conseq uently. another policy co nsid e ration to imp rove eq uity wo ul d be removing t he p roperty tax freeze that was imposed over 20 yea rs ago . Districts that had low ta, rates were f rozen with low rates , and since only un iform percentage increases t.we boo n permitted , lhey co ntinue to hiwe low rates whe n compmoo to d ist rkots that had high tax rates whe n the freeze waS ins1ituted, If low propelty ta, rate distr>cts afso have low assessed va luations they suffer even more, since the small pe rcenta!J" inc r~ases ~d only a mi nimal ir>erease in do llars p~r pupi l. I-lowever, some d istrkots w ith high assessoo va luatio ns ho,a low property tax rates, so the sa m e P<l rcentage inc rease yields hur!dreds of dolfars more per pupi than the distri ct w ith lowe r ass~ssoo va luations. Removi ng t h~ f r eez~, ~specia'y o n th~ low propelty tax rat~ ahd low assessed valuation distrkots wookf g;va them an opportunity to ccm<l closer in equal izing the loca l rev~nue per pupit th at is a.a ifabte for schools, However, a cap o n tax rates for the higl tax rote d is· trias ahd N gh assessed valuution districts should be imposed so tlla1 the .ast disparities a r~ not pefmj~e~ 10 escaiats even fUflher,
Conclusion
In summaf'/. the Ihdia na school fun ding f()ffilula creates inequities in expe nd itures across schoof distrkots. In o rder to develop the total picture , revenue data and propelty tax-assessmems must be a na lyzed, Also, at iss ue is th e lact that in Ind iana, pol ities is playir>g a major role in the schoof fin ar-.;e retofm co ntro.ersy. For exa mple . in 1990 a task fo rce on fiMOOng pLblio education in the state of tOOian a tormu lated by th e elected, repltll<:an state supeli ntendent , deve»ped seven reoomtllefldations and prOjlOOed a new power equal;zation formula S1fucture.'" Tllis model ;s sim iia, to the oornbilation for· mula discussed aoove, and wookf rp a iong way in the eftort to improve equity, but to date none of the task force reoorr.-neooaUoos have been irPemente<J by the democratic govefnof , One possible ,eason for ""oriog the f.-commendations is that new or increased taxes would be necessary to fund th e new tormula suggested by the task foroe, Again, in the November 1992 eleetio n the democ , at ic gove rnor wa s , e -el ected and a new repub lican state superintendent was e leete<J. So. th e impasse COIlt;nu es' It ;s like ly t hat the on ly "solu ti on " to India na 's eq u ity dilem ma ;s the coons. 
